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ABSTRACT

This report contains the advice of the U.S. International Trade Commission (Commission)
tothe President on the probabl e economic effect of providing competitiveneed limit waivers
for eight items under the U.S. Generalized System of Preferences (GSP) on domestic
industries producing like or directly competitive articles and on U.S. consumers. The
countries and Harmonized Tariff Schedule (HTS) subheadingsfor which adviceisprovided
are.  Argentina for HTS subheadings 2836.91.00 (lithium carbonates) and 7202.99.20
(calcium-silicon); Brazil for HT Ssubheadings 7403.11.00 (copper cathodes) and 7408.11.60
(certain unalloyed copper wire rod); India for HTS subheadings 2001.10.00 (prepared or
preserved cucumbers(i.e., pickles)), 5703.10.20 (hand-hooked carpetsand floor coverings),
and 8528.12.80 (certain television reception apparatus); and Thailand for HTS subheading
4011.20.10 (radial tires).
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CHAPTER 1
| ntroduction and Summary of Findings

| ntroduction

This report provides advice requested by the United States Trade Representative (USTR)*
on whether any industry in the United States producing like or directly competitive articles
islikely to be adversely affected by awaiver of the competitive need limits as well asthe
effect of the granting of the waivers on U.S. consumers.? As requested, the advice is
provided for each of the U.S. Harmonized Tariff Schedule (HTS) subheadingslisted in the
USTR letter.

Product and country coverage

As reguested by the USTR, advice on waiving the competitive need limitsis provided for
the following: Argentina for HTS subheadings 2836.91.00 (lithium carbonates) and
7202.99.20 (calcium-silicon); Brazil for HT S subheadings 7403.11.00 (copper cathodes) and
7408.11.60 (certain unalloyed copper wire rod); India for HTS subheadings 2001.10.00
(prepared or preserved cucumbers(i.e., pickles)), 5703.10.20 (hand-hooked carpetsand floor
coverings), and 8528.12.80 (certain tel evision reception apparatus); and Thailand for HTS
subheading 4011.20.10 (radial tires).

! See app. A for the USTR request letters and app. B for the Commission’s Federal Register notice
ingtituting the investigation notice. The Commission held a public hearing on this matter on February 22,
2007, in Washington, DC. See app. C for the calendar of withesses for the public hearing.

2 Competitive need limits provide a ceiling on GSP benefits for each product and beneficiary developing
country. Without awaiver, a country will automatically lose its GSP eligibility with respect to a product if
the competitive need limitations are exceeded. The competitive need limitations require the termination of
the country’s GSP eligibility on a product if, during any calendar year, U.S. imports from that country meet
one of the following criteria: (1) account for 50 percent or more of the value of total U.S. imports of that
product; or (2) exceed a certain dollar value (in accordance with the GSP statute, the dollar-value limit is
increased by $5 million annually; the limit was $125 million in 2006.). Products will be found “ sufficiently
competitive” when imported from a specified beneficiary country when they exceed one of these limits. By
statute, GSP treatment for an article exceeding either competitive need limit terminates July 1 of the next
calendar year. Per the USTR request, the Commission used the competitive need limit dollar value of $125
million for this report.

A waiver may also be provided when total U.S. imports from all countries of a product are small,
or de minimis. The de minimis competitive need limit waiver is also adjusted each year, in increments of
$0.5 million. The de minimislevel in 2006 was $18 million.
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Analytical approach

The probable economic effect advice presented in this report is based on the short- to near-
term (1 to 5 years) impact of the proposed GSP-eigibility modifications.® Partial
equilibrium modeling was used to estimate the probable effects of changes in the GSP
programfor the sel ected productson total U.S. imports, competing U.S. industries, and U.S.
consumers.* Although the products at issue in this report currently receive duty-free GSP
treatment, for modeling purposesit isassumed that they are subject to the applicable Column
1 duty rate. The model then estimates the likely impact of removing that duty (due to the
granting of a competitive need limit waiver). The model used in this study is a nonlinear,
imperfect-substitutes model.

The Commission used testimony obtai ned during apublic hearing, written submissionsfrom
interested parties, other information published in government and industry reports, and staff
economic and industry expertiseto provide qualitative analysis of actual market conditions
for the subject products. Trade data presented in thisreport arefrom official statistics of the
U.S. Department of Commerce.®> U.S. production data were estimated by the Commission
industry analysts. Elasticities were also estimated by industry analysts based on relevant
product and market characteristics. Data, to the extent possible, cover the period 2002 to
2006.

The Commission’s probable economic effect advice as to the granting of the competitive
needlimitwaiverson U.S. imports, industries, and consumers usesthe coding system shown
below:®

3 The probable economic effect advice, to a degree, integrates and summarizes the data provided in other
sections of each product write-up with particular emphasis on the price sensitivity (elasticity) of import
supply and demand. For example, if the price elasticity of demand for imports from the beneficiary in the
United States and the price elasticity of supply in the exporting beneficiary country are both relatively high,
then the elimination of even a moderate level tariff suggests the possibility of large increases in imports from
the beneficiary country.

It should be noted that the probable economic effect advice with respect to changes in import levels
is presented in terms of the degree to which GSP modifications could affect the level of U.S. trade with the
world. Conseguently, if GSP beneficiaries supply avery small share of the total U.S. imports of a particular
product or if imports from beneficiaries readily substitute for imports from developed countries, then the
overal effect on U.S. imports could be minimal.

* See app. D for a brief textual and graphic presentation of the model used to evaluate the probable
economic effects of changes in the GSP program.

® U.S. export data for certain subject products are not included as the products are part of alarge basket
category and are, therefore, overstated. Estimates of U.S. exports, if any, are provided in the “ Profile of U.S.
industry and market, 2002-06" section.

¢ The Commission developed the probable economic effect coding system to ensure consistency on its
advice and has used the coding system in awide range of investigations.
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Level of total U.S. imports:

Code A: Little or no increase (less than 6 percent).
Code B: Moderate increase (6 to 15 percent).

Code C: Significant increase (more than 15 percent).
Code N: No impact.

U.S. industry and employment:

Code A: Little or no adverse impact - little or no decrease in production or
producers’ shipments (less than 6 percent).
Code B: Significant adverse impact - significant proportion of workers

unemployed, declinesin output and profit levels, and departure of firms;
effects on some segments of the industry may be substantial even though
they are not industry wide (6-15 percent).

Code C: Substantial adverse impact - substantial unemployment, widespread
idling of productive facilities, substantial declinesin profit levels; effects
felt by the entire industry (more than 15 percent).

Code N: None - there is no domestic industry producing the subject product.

U.S. consumer:”’

Code A: The bulk of duty saving (greater than 75 percent) is expected to be
absorbed by the foreign suppliers. The price U.S. consumers pay is not
expected to fall significantly.

CodeB: Duty saving is expected to benefit both the foreign suppliers and the
domestic consumer (neither absorbing more than 75 percent).

Code C: The bulk of duty saving (greater than 75 percent) is expected to benefit
the U.S. consumer.

Code N: None.

Summary of Findings

" The U.S. consumer may be afirm or a person receiving an intermediate good for further processing or an
end user receiving afinal good.
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CHAPTER 2
Prepared or Preserved Cucumbers

Competitive need limit waiver: India

HTS subheading Description Col. 1rateof Likeor directly
duty as of competitive article
107 produced in the
(percent ad United Stateson
valorem) Jan. 1, 1995?
2001.10.00? Cucumbersincluding gherkins, which 9.6 Yes
have been prepared or preserved in
vinegar or acetic acid

2 India has not been proclaimed by the President as noneligible for GSP treatment for the articles included

under HTS subheading 2001.10.00. However, India anticipates future export levels to the United States in excess
of the competitive need limit.

The products covered in this subheading are cucumbers, including gherkins (small
cucumbers), which have been prepared or preserved by vinegar or acetic acid and usually
are stored in cans or jars.! The subject products are generally referred to as “pickles’ and
areoften served asagarnishfor other foods or asavegetableitem themselves. They aresold
in both retail- and institutional-sized containers, through such outlets as chain restaurants,
supermarkets, and club and conveniencestores, and to larger-volumeinstitutional purchasers
such as hospitals and schools and generally have a shelf life of about 2 years.

Probable Economic Effect Advice

1 HTS subheading 2001.10.00 includes pickles, other than the small gherkins, which are said to compete
with gherkins and are produced in the United States in greater amounts than gherkins. Not included in this
subheading are refrigerated pickles, which are not processed (blanched) before being placed in ajar or can,
but which are also said to compete with processed pickles and are a so produced in the United States.
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Profile of U.S. industry and market, 2002-06

The United States is a leading producer of pickles,? and may account for as much as one-
fourth of total global pickle production.® Thereislittle publicly availableinformation about
this industry, and none has been provided by officials of the industry’ s trade association.*
The number of U.S. producers is believed to be about ***, with employment varying
significantly among firms and often in individual firms throughout the season (table 2-1).°
An estimated five firms are believed to account for the bulk of processing and sales, with
smaller-volume firms accounting for therest. A number of firmsthat process domestically-
grown cucumbers also import and re-pack pickles entered in bulk containers, as well as
import finished product in retail-sized containers. Datafor actual shipments of pickles are
not currently available. Dataare availablefor the value of all raw pickling cucumbers going
into processing, but these data are believed to greatly undervalue actual shipments of
processed product.®

Table 2-1 Prepared or preserved cucumbers: U.S. producers, employment, shipments, trade,
consumption, and capacity utilization, 2002-06

2002 2003 2004 2005 2006
Producers (number)® .............. *xx xRk *kx *xk *xx
Employment (1,000 employees)® . . .. .. *oxk ok *oxk *oxk *oxk
Shipments (1,000 dollars) ... ....... ok ok kK *xk *xk
Exports (1,000 dollars) ............ 6,881 5,759 6,877 8,476 10,376
Imports (1,000 dollars) ............ 22,292 33,737 37,817 35,051 29,892
Consumption (1,000 dollars) ........ *xk *xk *xk *xk *xk
I mport-to-consumption ratio (percent) *okk e *okk *k* *okk
Capacity utilization (percent) . ... .... ® ) ©) ©) ®)

Source: Compiled from official statistics of the U.S. Department of Commerce, except where noted.

& Estimated by the Commission staff based on industry sources.

® Not available.

GSP import situation, 2006

Indiaisasmall- to medium-sized pickleproducer, with estimated producti on about one-tenth
that of the United States and nearly al production intended for export market sales.’

2 FAQ data at http://www.fao.org.

3 Chengappa, “ Karnataka is Cashing in on Gherkins.”

* Pickle Packers International, Inc. official, telephone interview by Commission staff, Jan. 23, 2007.

® Pickle Packers International, Inc. official, telephone interview by Commission staff, Feb. 8 and 9, 2007.

¢ Data are available on the quantity and farm-gate value of raw product sold for processing, but these data
may significantly underestimate the value of actual shipments of finished product. Also, such data do not
take into account the value of imported bulk product re-packed in the United States that competes with
domestically produced product in the same marketing channels.

"FAOSTAT Database.
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Although global demand for pickles has been stable, competitive pricing for some pickles,
especially gherkins, has been used recently to gain global market share® Growersin India
benefit from lower labor rates and an ideal climate for raising certain pickling cucumbers.
Processors in India have traditionaly supplied global markets with product in bulk
containers to be re-packed in the foreign market, but have recently shifted into producing
greater volumes of picklesin retail-sized jars for export.

(V) Indiawasthelargest global supplier of the products covered under thisHT S subheading
to the U.S. market in 2006, accounting for 49 percent of total U.S. imports and 89 percent
of GSP-eligible imports (tables 2-2 and 2-3). U.S. importsfrom Indiaare alegedly taking
U.S. market share from other traditional foreign suppliers, based principaly on slightly
lower prices for their product.’

Table 2-2 Prepared or preserved cucumbers. U.S. imports and share of U.S. consumption, 2006

Percent Percent Percent
of total of GSP of U.S.
Imports imports imports consumption
1,000 dollars

Total U.S.imports ................... 29,892 100 - i

Total U.S. imports from GSP-eligible
......................... 16,582 55 100 *xk
........................... 14,788 49 89 *xk

Position of inter ested parties®

Petitioner.— In a written submission to the USTR, the Embassy of India stated that not
granting a waiver would greatly harm the large number of small-volume Indian farmers
currently growing gherkin cucumbers. An estimated 115,000 marginal farmers are said to
depend on the raising of small pickling cucumbers principally for export.* Also, according
to the petitioner, granting a waiver would assist Indian canners that are already operating
well below global (efficient) scales of production to increase their productivity.*

No statements were received by the Commission in support of, or in opposition to, the
proposed modifications to the GSP considered for this HTS subheading.

8 Chengappa, “ Karnataka is Cashing in on Gherkins.

® Sharan, Embassy of India, “2006 Annual Review of Products and Country Practices under the GSP.”

10 Except as noted, information provided in this section is derived from the petition filed with the USTR
aswell as testimony and written submissions of interested parties to the Commission in connection with this
investigation.

1 Sharan, Embassy of India, “2006 Annual Review of Products and Country Practices under the GSP.”

12 prehearing Brief for the Public Hearing at the Office of the USTR on Feb. 16, 2007, on the 2006
Annual Review of Products and Country Practices under the GSP, submitted Feb. 2, 2007, by the Embassy of
Indiafor the Government of India.
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Table 2-3 Prepared or preserved cucumbers: U.S. imports for consumption, by principal sources, 2002-

06
Source 2002 2003 2004 2005 2006
In Dollars
India 2,155,396 5,983,423 6,983,927 10,150,338 14,788,837
Canada 10,947,877 12,726,388 12,719,117 9,087,645 4,693,697
Poland 1,457,883 1,987,980 1,727,402 2,132,190 2,156,322
Israel 798,469 1,381,258 1,481,136 1,375,725 1,834,026
Mexico 3,006,334 6,561,260 9,593,024 7,580,239 1,543,861
Germany 1,320,268 1,342,582 1,296,721 1,292,661 1,366,840
France 624,011 878,546 1,069,004 894,560 932,612
Turkey 472,649 1,045,772 1,329,267 869,756 746,803
Bulgaria 331,314 573,257 414,456 402,820 611,179
Lebanon 195,072 215,302 205,694 225,035 217,484
All other 982,677 1,041,597 997,130 1,039,543 1,000,472
Total 22,291,950 33,737,365 37,816,878 35,050,512 29,892,133
Imports from
GSP-eligible
countries:
India 2,155,396 5,983,423 6,983,927 10,150,338 14,788,837
Turkey 472,649 1,045,772 1,329,267 869,756 746,803
Bulgaria 331,314 573,257 414,456 402,820 611,179
Lebanon 195,072 215,302 205,694 225,035 217,484
Croatia 146,786 76,874 127,923 74,758 74,033
Egypt 69,195 49,672 65,560 56,012 31,994
Bosnia- 2,686 13,948 9,788 26,257 19,535
Hercegov
Macedonia 95,516 55,109 22,298 60,095 12,811
Ukraine 4,291 8,868 5,029 9,352 7,259
Pakistan 13,084 11,325 2,900 12,956 0
All other 51,530 59,191 51,699 42,150 72,521
Total 3,537,519 8,092,741 9,218,541 11,929,529 16,582,456

Source: Official statistics of the U.S. Department of Commerce.
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Table 2-4 Preserved or prepared cucumbers: U.S. exports of domestic merchandise, by market, 2002-06

Country 2002 2003 2004 2005 2006
In Dollars
Canada 4,079,801 3,707,765 4,702,699 6,554,104 8,722,065
Mexico 642,934 378,404 366,066 436,829 427,458
Saudi Arabia 116,557 206,560 146,720 129,989 172,533
Venezuela 156,970 58,965 88,753 140,041 168,683
Hong Kong 106,282 99,152 69,886 174,510 108,704
Taiwan 87,732 72,351 72,816 103,298 86,964
Kuwait 82,402 53,953 34,055 103,311 76,074
Japan 573,558 496,511 619,145 165,252 17,189
Panama 22,156 34,734 36,761 159,202 7,761
South Africa 0 0 24,831 155,618 2,586
All other 1,012,955 650,278 715,266 353,514 585,902
Total 6,881,347 5,758,673 6,876,998 8,475,668 10,375,919

Source: Official statistics of the U.S. Department of Commerce.
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CHAPTER 3
Lithium Carbonates

Competitive need limit waiver: Argentina

HTS subheading Description Col. rate of Likeor directly
duty as of competitive article
1/1/07 produced in the
(percent ad United Stateson
valorem) Jan. 1, 1995?

2836.91.00° Lithium carbonates 3.7 Yes

& Argentina has not been proclaimed by the President as nondligible for GSP treatment for the articles included
under HTS subheading 2836.91.00. However, Argentina anticipates future exports levels to the United Statesin
excess of the competitive need limit.

Lithium carbonate, theonly product coveredin HT S subheading 2836.91.00, isthebasicraw
material used for the production of most lithium chemicals and other lithium products.*
Lithium carbonate is aso used in the manufacture of ceramics and glass, batteries,
[ubricating greases, pharmaceuticals, polymers, and primary aluminum; in air conditioners,
and for various other applications. Industry observers believe that the largest growth
prospectsarefor lithium-ion and lithium-polymer rechargeabl e batteries, amarket that was
valued at about $4 billionin 2005.% Although lithium batteries are not currently used widely
in hybrid electric vehicles (HEVS), this remains an area of active interest within the
automotive industry.  Although once produced primarily from hard-rock ores, lithium
carbonateiscurrently produced primarily from extracting thelithium contained in subsurface
brines.

Probable Economic Effect Advice

* The major lithium products not made from lithium carbonate are lithium minerals used directly as ore
concentrates in ceramics and glass applications and lithium chloride used to make lithium metal which, in
turn, is used to make non-rechargeable batteries.

2 Chemical & Engineering News.
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Profile of U.S. industry and market, 2002-06

Chemetall Foote, theonly U.S. producer of lithium carbonate, manufacturesitsproduct from
brine near Silver Peak, NV, while it also imports the product from its Chilean subsidiary,
Sociedad Chilena de Litio Ltda. (SCL) (table 3-1).> FMC, a major processor of lithium
chemicals both domestically and globally, shut down its relatively high-cost spodumene
mine and lithium carbonate facility in North Carolinain 1998 and now imports the material
from Chile and fromitsfacilitiesin Argentina. Although dependent on imports of lithium
carbonate, the United States continues to be a leading producer of the value-added
downstream products produced from lithium carbonates.* According to an industry source,
increased global demand has led to the reopening of some of the more expensive foreign
production facilities that utilize hard-rock mineral mining, though none of these are located
in the United States.

During the period, covered U.S. and global consumption of lithium products was buoyed by
increased demand, particularly for battery-rel ated applications. Accordingto an estimate by
theU.S. Geological Survey, U.S. consumption of lithium productsgrew steadily from 1,100
metric tons of lithium content in 2002 to aprojected 2,600 metric tonsin 2006. U.S. imports
of lithium carbonate grew by 68 percent, from 9,827 metric tonsin 2002 to 16,468 metric
tonsin 2006. In 2006, about 9,839 metric tons of these imports came from Chile and about
6,535 metric tons came from Argentina. Relying in part on research funded by the U.S.
government, General Motors has awarded two U.S. companies contractsto design and test
lithium-ion batteriesfor useinaplug-in hybrid SUV.> The successful devel opment of high-
powered large lithium batteries for HEV's and military and stationary power applications
could substantially increase demand for lithium given the higher quantities of lithium used
in these large batteries compared with lithium batteries used in consumer products.®

3 Most of the information in this paragraph was obtained from Ober, Minerals Yearbook, various editions.

4 For example, FMC Corp.’s Lithium Division produces lithium metal and organic lithium compounds at
itsfacilitiesin Bessemer City, NC, and Bayport, TX. In addition to producing lithium carbonate
domestically, Chemetall Foote’s other U.S. lithium operations include a lithium hydroxide plant in Silver
Peak, NV; a butyllithium plant in New Johnsonville, TN; and facilities for producing downstream lithium
compounds in Kings Mountain, NC. SQM, in addition to being amajor Chilean producer and exporter of
lithium carbonate to the United States, operates a plant near Houston for producing butyllythium. According
to trade journals, butyllithium is used primarily in the production of synthetic rubber and pharmaceuticals.

® General Motors website.

¢ The-infoshop.com by Global Information, Inc., citing Roskill, The Economics of Lithium 2006.
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Table 3-1 Lithium carbonates: U.S. producers, employment, shipments, trade, consumption, and
capacity utilization, 2002-06

Item 2002 2003 2004 2005 2006
Producers(number) ................ 1 1 1 1 1
Employment (employees) ........... *okk ® ® ® *okk
Production (1,000 dollars) ........... ® ® ® ® *kx
Exports (1,000 dollars) ............. 12,587 9,902 12,187 13,718 10,520
Imports (1,000 dollars) ............. 15,558 18,015 26,539 27,475 38,161
Consumption (1,000 dollars) ......... ® ® ® ® *okk
I mport-to-consumption ratio (percent) ® ® ® ® *okk
Capacity utilization (percent) ........ ® ® ® ® ®

Source: U.S. import and export data are based on official statistics of the U.S. Department of Commerce; al other
data are based on industry sources.
#Not available.

GSP import situation, 2006

FMC operates afacility in Argentinathat produces lithium carbonate and lithium chloride
from brines. Thisfacility is designed to produce about *** metric tons per year of lithium
carbonate.” The quality of the lithium carbonate produced in Argentinais considered to be

*%k% 8 x*%*%9

In 2006, U.S. importsfrom Argentina, which are*** ' amounted to 6,535 metric tons, gross
weight, valued at $19.1 million, or about 40 percent of total U.S. lithium carbonate imports
in terms of quantity and 50 percent in terms of value (tables 3-2 and 3-3). During 2002-05,
in terms of value and quantity, Argentinawas the second-largest foreign source of lithium
carbonate imports behind Chile, which accounted for the majority of imports. However, in
2006, Argentina emerged as the largest foreign supplier to the United States by value,
accounting for slightly morethan one-half of lithium carbonateimports, although Argentina
continued to trail Chilein terms of quantity of imports.

7 According to a staff conversation with an FMC respresentative, ***
8 Ibid.

°® FMC representatives, interview by Commission staff.

0 pid.

33



Table 3-2 Lithium carbonates: U.S. imports and share of U.S. consumption, 2006

Percent Percent Percent

of total of GSP of U.S.

Item Imports imports imports consumption

1,000 dollars

Tota US.imports ...................... 38,161 100 - *xk
Total U.S. imports from GSP-€eligible

COUNLIES . .ot 19,149 50 100 *r*

Argentina . ......................... 19,149 50 100 *rk

Position of inter ested parties™

Petitioner.— FMC stated in its petition to the USTR for the waiver that the loss of GSP
benefits for lithium carbonates imported from Argentina as a result of exceeding the
competitive need limits would have a disproportionate adverse impact on the company, the
*** importer of lithium carbonates from Argentina. The loss of GSP benefits would add
about *** to FM C’ scost of val ue-added manufacturinginthe United Statesand would cause
the company to seriously evaluate moving its operations offshore. Moreover, the petition
stated that | oss of GSP benefitswould harm U.S. value-added exports, particularly of lithium
products manufactured by FMC in Bessemer City, NC (*** of production is exported), by
imparting an advantage to non-U.S. producers of value-added lithium products in China,
Germany, and Chile, and would significantly impair FMC’ s Argentine investments.

FMC stated initsfiling with the Commission that without thewaiver of the competitive need
limit, FMC may reduce its presence in the United States and move its North Carolina
operations offshore and ***, whichis***,

1 Except as noted, information provided in this section is derived from the petition filed with the USTR
aswell as testimony and written submissions of interested parties to the Commission in connection with this
investigation.
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Table 3-3 Lithium carbonates

: U.S. imports for consumption, by principal sources 2002-06

Source 2002 2003 2004 2005 2006
In Dollars
Argentina 2,007,881 5,790,657 11,197,223 9,595,804 19,148,761
Chile 12,843,450 12,025,363 15,177,186 17,733,963 18,719,578
China 101,887 71,632 118,840 5,000 24,736
Canada 96,349 46,100 45,530 11,430 24,170
Japan 268,068 8,635 0 69,831 0
Spain 0 0 0 51,840 0
Australia 0 0 0 7,590 0
Italy 0 0 0 0 0
France 48,537 0 0 0 0
United Kingdom 0 5,834 0 0 0
All other 192,049 66,312 0 0 244,000
Total 15,658,221 18,014,533 26,538,779 27,475,458 38,161,245
Imports from GSP-eligible
countries:
Argentina 2,007,881 5,790,657 11,197,223 9,595,804 19,148,761
Russia 3,500 0 0 0 0
Total 2,011,381 5,790,657 11,197,223 9,595,804 19,148,761
Source: Official statistics of the U.S. Department of Commerce.
Table 3-4 Lithium carbonates: U.S. exports of domestic merchandise, by market, 2002-06
Country 2002 2003 2004 2005 2006
In Dollars
Japan 4,799,174 2,849,879 2,460,227 3,104,322 4,439,722
Germany 3,392,948 3,075,345 2,379,036 2,837,015 2,971,557
United Kingdom 628,771 531,190 846,120 686,868 1,091,239
Netherlands 333,204 231,571 378,005 429,702 542,717
China 432,264 1,561,527 3,958,785 3,244,989 271,423
Canada 1,192,962 443,205 450,626 219,124 211,986
India 172,424 134,219 168,869 182,136 113,035
Australia 733,342 93,147 61,383 217,964 98,957
Thailand 0 0 0 561,339 52,029
Brazil 6,854 10,000 0 1,477,590 22,389
All other 894,974 972,097 1,484,442 757,403 705,232
Total 12,586,917 9,902,180 12,187,493 13,718,452 10,520,286

Source: Official statistics of the U.S. Department of Commerce.
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CHAPTER 4
Radial Tires

Competitive need limit waiver: Thailand

HTS subheading

Short description

General rate of
duty asof 1/1/07

Likeor directly
competitive article

(percent ad produced in the
valorem) United Stateson
Jan. 1, 1995?
4011.20.10% New radial busand truck tires 4.0 Yes

& Thailand has not been proclaimed by the President as noneligible for GSP treatment for the articlesincluded
under HTS subheading 4011.20.10. However, Thailand anticipates future export levels to the United Statesin
excess of the competitive need limit.

The radia bus and truck tires covered under HTS subheading 4011.20.10 are generally
interchangeable and are designed for use on paved or unpaved roads and terrain or for
multiple use.! The tires in this HTS subheading are predominately of the tubeless steel-
belted radial variety and encompass a wide range and grade of tires, including light truck
(LT) and bustires, medium-duty truck and bustires, and heavy-duty truck tires. LT tiresare
used on pickup trucks and other lighter-duty trucks and buses, while medium- and heavy-
duty truck tires are used on awide range of vehicles, from general-purpose delivery trucks
tolarge, 18-wheeler tractor-trailer rigs, dump trucks, and commercial passenger buses. The
majority of the bus and truck tires sold in the United States are for use on paved roads or
highways or a combination of on-road/off-road use.

Probable Economic Effect Advice

! Radial tires used on heavy construction and agricultural equipment, and those for passenger cars are not
included in this HTS subheading.




Profile of U.S. industry and market, 2002-06

In 2006, there were 10 producers of truck tires (table 4-1) at 27 locations in the United
States, with atotal production capacity of about 169,000 tires per day. Goodyear, Cooper,
Michelin, and Bridgestone Firestone together account for roughly 95 percent of total U.S.
production. LT tires generally account for about 72 percent of total U.S. production
capacity, and medium- and heavy-duty truck tires, 28 percent. The mgor U.S. truck tire
manufacturersare multinational corporationswith productionfacilitiesworldwide. InNorth
America, Bridgestone Firestone also has truck tire plants in Canada and Mexico, and is
building a new plant in Mexico; Michelin has plants in Canada. These companies also
operate in China, Thailand, and Brazil.

U.S. radial truck tire production averaged 47 million to 48 million tires per year from 2002
through 2005, before declining to 42 million tiresin 2006. Factorsaffecting U.S. truck tire
productionin 2006 included high gasoline and diesel costs (which affect milesdriven), high
raw materials (rubber) costs, and increased imports (table 4-3). In addition, in 2006,
Bridgestone Firestone closed its 8,000 tire-per-day LT facility in Oklahoma City, OK,? and
Goodyear employees went on strike during the fourth quarter.>  Capacity utilization rates
fell to a 5-year low of 74 percent in 2006 primarily because of a decline in LT tire
production. LT radial tire production fell from 33 million tiresin 2002 to 27 million tires
in 2006, while medium- and heavy-duty truck tire production cycled between 14 million and
16 million tires during the 5-year period.

In 2006, U.S. consumption increased by about 2 percent to $6.5 billion, while the share of
consumption accounted for by imports rose by 6 percentage points. The steady increasein
U.S. imports of these products is attributable, at least in part, to the domestic industry’s
decisionto build new state-of -the-art plantsin countrieswithreadily available natural rubber
sources, such as Thailand, Brazil, and China, while shutting down older, less efficient
domestic plants.

2 Modern Tire Dealer, 34-35.
3 Gary Saska (principal engineer), Goodyear Tire & Rubber Co., e-mail message to Commission staff,
January 26, 2007.
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Table4-1 Radid tires: U.S. producers, employment, shipments, trade, consumption, and capacity
utilization, 2002-06

Item 2002 2003 2004 2005 2006
Producers (number) .. ............... 9 9 9 10 10
Employment (1,000 employees) ........ 15 *15 *15 *15 *15
Shipments (1,000 dollars) ............ 4,322,261 4,633,830 4,358,690 4,720,930 *4,450,000
Exports (1,000dollars) .............. 623,790 576,518 696,534 837,191 887,240
Imports (1,000 dollars) .............. 1,675,951 1,808,700 2,008,687 2,504,129 2,943,203
Consumption (1,000 dollars) .......... 5,374,422 5,866,012 5,670,843 6,387,868 *6,505,963
Import-to-consumption ratio (percent) . . 31 31 35 39 *45
Capacity utilization (percent) ......... *03 *87 *01 *85 *74

Note—*" refers to data based on partial information/data adeguate for estimation with a moderately high degree of
confidence.

Sources: Producers (number) based on Modern Tire Dealer statistics. Employment (production workers) based on
2002 Economic Census data, U.S. Census Bureau, and Commission staff estimates. Shipments, f.o0.b. plant (2002-
05), based on data from 2002 Economic Census, and 2005 Annual Survey of Manufacturers, U.S. Census Bureau;
2006 data estimated from Rubber Manufacturers Association (RMA) production data and export trade prices.
Capacity utilization estimated based on RMA production and Modern Tire Dealer capacity data.

GSP import situation, 2006

A total of 17 tire producers are known to be actively engaged in tire manufacturing in
Thailand, including four producers that manufacture radial truck tires in the United States
(Goodyear, Michelin, Bridgestone Firestone, and Y okohama). 1n 2006, Thailand was the
primary GSP-eligible supplier of U.S. imports, accounting for 63 percent of the GSP total
(table 4-2). Also, in 2006, Thailand ranked fifth in terms of total U.S. imports (table 4-3).
Thailand is one of the largest global producers of natural rubber (along with Indonesia and
Malaysia), which provides an added incentive to build radia bus and truck tires in that
country.*

Bridgestone, which reportedly has three tire plants in Thailand (two of which produce
passenger car, LT, and farm tires), ships about *** of its medium-duty truck and bus tire
production to the United States. In late 2004, Bridgestone Tire Manufacturing (Thailand)
Co. Ltd. (BTMT) started production at aradial truck and bustirefactory at Chonburi, which
had a capacity of *** as of September 2006. Thetires produced at the plant are steel-belted
radial tires built for rims ranging from 22-25 inches in diameter, mostly for commercial
vehicle over-the-road use.® Bridgestone reportedly invested $80 million to build the plant
in 2004, to increase the manufacture of commaodity-grade tires that were being phased out
of its Japanese operations.

* International Rubber Study Group.
5 Janzen, Brief submitted to USTR.



Table4-2 Radial tires. U.S. imports and share of U.S. consumption, 2006

Percent Percent Percent

of total of GSP of U.S.

Item Imports imports imports consumption

1,000 dollars

Tota U.S.imports .................... 2,943,203 100 - *45
Total U.S. imports from GSP-eligible

COUNIIBS . oottt e i e 270,523 9 100 *4

Thaland ......................... 170,856 6 63 *3

Position of interested parties’

Petitioner.— Bridgestone Firestone, in its petition to the USTR, requested the waiver of the
competitive need limit for the products covered in this section. In its submission to the
Commission, Bridgestone Firestone stated that it ships*** of itsmedium-duty truck and bus
radial tire production from Thailand to the United States and plansto expand production and
export shipments to the United States, assuming the competitive need limit is waived.
Otherwise, Bridgestone claimed that the additional costs associated with the imposition of
the 4 percent duty may force it to source additional product from China, where labor costs

are somewhat lower.

® Except as noted, information provided in this section is derived from the petition filed with the USTR as
well astestimony and written submissions of interested parties to the Commission in connection with this

investigation.
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Table 4-3 Radial tires:

U.S. imports for consumption, by principal sources, 2002-06

Source 2002 2003 2004 2005 2006
In Dollars
Canada 519,644,249 531,973,929 578,724,386 673,748,188 776,669,745
China 105,795,099 146,058,500 255,744,590 496,687,521 650,186,296
Japan 492,608,458 564,220,887 505,334,773 462,257,013 493,796,862
Korea 157,124,630 164,295,319 216,756,531 229,830,420 247,951,503
Thailand 10,555,838 4,260,629 12,651,155 90,291,328 170,856,373
United Kingdom 80,033,352 85,656,300 90,502,872 129,772,351 108,598,347
Brazil 65,044,789 70,786,310 71,340,439 74,101,498 80,620,825
Spain 33,037,041 31,510,424 38,654,235 66,003,812 70,107,905
France 34,881,938 40,183,534 49,943,066 50,304,509 63,812,678
Germany 50,712,977 48,397,409 55,886,572 56,663,566 66,059,501
All other 126,512,586 121,356,393 133,148,015 174,469,076 214,543,059
Total 1,675,950,957 1,808,699,634 2,008,686,634 2,504,129,282 2,943,203,094

Imports from GSP-
eligible countries:

Thailand 10,555,838 4,260,629 12,651,155 90,291,328 170,856,373
Brazil 65,044,789 70,786,310 71,340,439 74,101,498 80,620,825
India 7,996,268 13,403,650 14,896,396 12,740,927 8,878,192
Turkey 1,782,581 1,044,180 1,150,466 1,173,347 3,094,206
South Africa 3,611,219 2,696,390 1,085,251 1,391,676 2,837,398
Venezuela 3,253,632 2,495,872 3,096,332 1,241,878 2,227,104
Argentina 25,076 111,679 2,861 653,004 603,862
Philippines 0 0 0 0 440,472
Indonesia 2,698,602 1,917,333 110,167 435,786 186,984
Costa Rica 5,168,325 6,708,565 4,029,764 1,874,316 2,299
All other 880,826 205,978 324,258 327,331 775,602
Total 101,017,156 103,630,586 108,687,089 184,231,091 270,523,317
Source: Official statistics of the U.S. Department of Commerce.
Table 4-4 Radial tires: U.S. exports of domestic merchandise, by market, 2002-06
Country 2002 2003 2004 2005 2006
In Dollars
Canada 310,683,723 284,245,944 293,415,107 313,543,323 324,717,155
Mexico 193,135,838 173,965,170 230,306,540 297,399,935 281,875,045
Australia 18,023,034 17,883,987 24,803,914 37,779,974 82,268,610
France 15,363,192 21,301,677 30,220,635 30,268,195 33,006,227
Chile 3,799,041 2,999,472 11,855,733 26,877,808 28,790,338
South Africa 2,986,585 2,051,077 4,148,332 6,720,431 13,286,015
Japan 10,453,776 9,535,515 12,143,019 19,656,720 10,442,142
Singapore 122,117 273,509 3,703,316 10,526,073 9,689,533
Netherlands 5,375,681 8,429,156 8,063,289 6,531,321 6,477,543
Peru 1,411,180 1,187,245 3,807,629 6,341,312 5,207,266
All other 62,436,152 54,645,508 74,066,174 81,545,834 91,480,402
Total 623,790,319 576,518,260 696,533,688 837,190,926 887,240,276

Source: Official statistics of the U.S. Department of Commerce.
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CHAPTER 5
Hand-hooked Carpets and Floor Coverings

Competitive need limit waiver: India

HTS subheading Description Col. 1rateof Likeor directly
duty as of competitive article
107 produced in the
(percent ad United Stateson
valorem) Jan. 1, 1995?

5703.10.20° Hand-hooked, tufted carpets and rugs 6.0 No

of wool or fine animal hair, where
hand-hooked implies that the tufts
were inserted by hand or by a
handheld tool

2 India has not been proclaimed by the President as noneligible for GSP treatment for the articles included
under HTS subheading 5703.10.20. However, India anticipates future export levels to the United States in excess
of the competitive need limit. This HTS subheading was added to the list of eligible articles for the GSP on July
1, 2005.

The hand-hooked, tufted carpets (or rugs)* entered under this HTS subheading are
moderately-priced arearugs (as opposed to wall-to-wall carpet) and typically rangein size
from 2 feet by 3 feet to 12 feet by 15 feet. These rugs are sold in retail outlets such as
Pottery Barn, Target, Home Depot, and most department stores, and range in price from
$199 to $999.2 The lower-priced rugs are most likely to be produced in China. Handed-
hooked, tufted rugs do not competein the retail market with more expensive, hand-knotted
or woven oriental rugs, or domestically-produced rugs. Competition in the U.S. hand-
hooked market is solely among foreign producers. While there may be hand-hooked rugs
produced in the United States of the craft or artisan variety, these rugs do no competein the
same retail market or at the same price points as the subject imports.

Hand-hooked, tufted carpets (or rugs) generaly are produced using rudimentary tools
whereby the wooal is pushed by hand through the backing material to make a carpet in one
continuous strand. It takes less than 3 weeks to produce a single tufted carpet, as opposed

! The terms “carpets’ and “rugs’ are used interchangeably in this chapter.
2 Jacobs, hearing transcript, 14.
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to upwards of 1 year for hand-knotted carpets, because each thread is knotted after insertion
into the backing.

Hand-hooked, tufted carpets are designed in the United States and contracted out to foreign
companiesto be manufactured. TheU.S. company createsthe design along with several color
schemes. According to the Oriental Rug Importers Association (ORIA), “ORIA member
companies have found that most consumersfocus on the design and color of acarpet, and the
designsand color schemes of hand-made carpetsvary from those of machine-maderugs. The
designs range from traditional to transitional to contemporary and virtually all are
copyrighted. The samedesignsare not used for both ahand-made carpet and amachine-made
carpet.”*

The U.S. company selects aforeign manufacturer through open bidding, perhaps following
arug trade show or by personal contact with a foreign company. The domestic company
createsthe design in outline form; the foreign company stencilsthe design onto a basefabric
(e.g., a loomed cotton) and manually inserts the appropriately-colored tufts into the base
fabric using various tools. The defining features are the U.S. design and the foreign hand-
hooked tufting, which in most casesis conducted in devel oping countries such as India and
China. Thereisno commercia U.S. manufacture of these carpets because of the high cost of
U.S. labor. Both the Embassy of India and the ORIA emphasi ze the labor-intensive nature
of the manufacturing process.

Probable Economic Effect Advice

3 Jacobs, hearing transcript, 15 and 68.
4 Oriental Rug Importers Association, post-hearing brief, 7 and 8.
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Profile of U.S. industry and market, 2002-06

Hand-hooked rugs account for only a small portion of the aggregate U.S. rug market.
According to the Carpet and Rug I nstitute, 2005 sales of all rugswere $13.9 billion at the mill
level, and most carpet (about 90 percent) is tufted. There is no known commercial U.S.
production or U.S. exports of hand-hooked, tufted rugs; domestic demand isentirely satisfied

by imports (table 5-1).

Table 5-1 Hand-hooked carpets and floor coverings: U.S. producers, employment, shipments, trade,

consumption, and capacity utilization, 2002-06

Item 2002 2003 2004 2005 2006
Producers(number) .................. ® ® ® ® ®
Employment (1,000 employees) ......... ® ® ® ® ®
Shipments (1,000 dollars) ............. ® ® ® ® ®
Exports (1,000dollars) ............... ® ® ® ® ®
Imports (1,000 dollars) ............... 160,864 160,716 167,004 186,685 210,235
Consumption (1,000 dollars) ........... 160,864 160,716 167,004 186,685 210,235
Import-to-consumption ratio (percent) ... 100 100 100 100 100
Capacity utilization (percent) .......... ® ® ® ® ®

Note— No U.S. export tableis provided in this chapter asit is a basket category covering awide variety of products

in addition to the subject products.

Source: Data derived from officia statistics of the U.S. Department of Commerce.
@ There is no known commercial U.S. production of the products covered under this HTS subheading.

® Not applicable.

GSP import situation, 2006

In 2006, all hand-hooked, tufted rugs known to be sold in the U.S. market were imported,
originating from some 54 countries, 15 of which were GSP eligible. Indiawas the leading
overal U.S. import source (and GSP source) for these carpets in 2006, accounting for 51
percent ($108 million) of total U.S. imports under this HTS subheading (table 5-2). The
second largest GSP-eligible country was Thailand, supplying $7.7 million in 2006. The
second largest source of total U.S. importsin 2006 was China, supplying $81.4 million (table
5-3). Chinaand Indiawere the dominant suppliersto the U.S. market throughout 2002-06.
Total imports, which have increased during the period, have been influenced principally by
the growing U.S. housing market.
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Table 5-2 Hand-hooked carpets and floor coverings. U.S. imports and share of U.S. consumption, 2006

Percent Percent Percent
of total of GSP of U.S.
Imports imports imports  consumption
1,000 dollars

Tota U.S.imports ................... 210,235 100 - 100

Tota U.S. imports from GSP-eligible
......................... 119,642 57 100 57
........................... 107,709 51 90 51

Position of interested parties’

Petitioner.—In its petition to the USTR for the waiver of the competitive need limit, ORIA
stated that “the prospect that one of their most significant classifications from their most
important source of supply, India, might lose benefits altogether is especially worrisome,
shrinking further the already slim profit margins on which they operate.” The petition stated
that “moreover, the nature of hand-made rugsisthat they are afashion, and fashions change
over time. A suddenjumpin price, however, would likely mean asignificant declinein sales,
and compel ORIA members to seek less expensive sources for similar and more affordable
merchandise. China, which competes with India, would likely be the primary beneficiary.”

Support.— In its submission to the Commission, the Embassy of India stated that the
manufacture of hand-hooked, tufted rugsin India“is highly labor intensive and produced in
rural areasin cottages by rural artisans, which istheir main source of livelihood.” About 2.5
million artisans in India are engaged in the production of handmade rugs, the majority of
which are hand-hooked, tufted rugs.

® Except as noted, information provided in this section is derived from the petition filed with the USTR as
well astestimony and written submissions of interested parties to the Commission in connection with this
investigation.
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Table 5-3 Hand-hooked carpets and floor coverings?®: U.S. imports for consumption, by principal

sources, 2002-06

Source 2002 2003 2004 2005 2006
In Dollars

India 61,520,919 58,798,376 72,571,566 83,219,307 107,708,876
China 84,080,921 87,660,407 80,307,029 83,857,538 81,362,290
Thailand 6,120,230 6,080,159 5,434,627 6,893,764 7,703,021
Australia 7,465 3,088 33,119 3,266,559 3,160,359
Philippines 3,087,289 2,109,203 2,038,283 1,626,686 2,166,944
Canada 2,834,172 2,210,970 2,257,964 2,801,837 1,206,011
Belgium 398,900 705,587 1,070,073 1,401,597 1,168,273
Netherlands 625,913 449,900 325,481 253,222 786,699
Greece 88,034 265,071 622,125 663,366 707,986
Indonesia 433,131 440,049 423,593 405,551 383,080
All other 1,667,196 1,992,696 1,920,557 2,295,401 3,881,694
Total 160,864,170 160,715,506 167,004,417 186,684,828 210,235,233
Imports from

GSP-eligible

countries:

India 61,520,919 58,798,376 72,571,566 83,219,307 107,708,876
Thailand 6,120,230 6,080,159 5,434,627 6,893,764 7,703,021
Philippines 3,087,289 2,109,203 2,038,283 1,626,686 2,166,944
Pakistan 27,444 70,390 111,970 83,408 913,832
Indonesia 433,131 440,049 423,593 405,551 383,080
Turkey 1,858 14,632 52,344 103,116 134,129
Nepal 87,909 23,240 84,610 135,563 122,766
Egypt 740 50,816 0 8,637 15,527
Bosnia-Hercegov 0 0 0 9,880 9,815
Cambodia 0 0 0 6,000 0
All other 82,220 93,003 28,533 118,534 484,006
Total 71,361,740 67,679,868 80,745,526 92,610,446 119,641,996

Source: Official statistics of the U.S. Department of Commerce.

& Beginning in 2005, the HTS subheading covering these products was modified as the result of
legislation authorizing the President to add certain handmade carpets to the list of products eligible for
the GSP. Prior to 2005, there were cases in which 10 digit breakouts that had been created for quota
purposes were elevated to 8 digit legal lines so that the GSP could be potentially provided to those HTS
subheadings. This action was taken with the intent of helping certain traditional rug making countries,
such as Nepal, Pakistan, Afghanistan, and India, with cottage industry production rather than production
in factories. As a result of this action, data for 2005 appears to be significantly underreported; however,
the discrepancy was corrected for the 2006 data.
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CHAPTER 6
Calcium-Silicon

Competitive need limit waiver: Argentina

HTS subheading Short description Col. 1rateof Likeor directly
duty as of competitive article
1/1/07 produced in the
(percent ad United Stateson
valorem) Jan. 1, 1995?

7202.99.20° Calcium-silicon 50 Yes

& Argentina has not been proclaimed by the President as nonéligible for GSP treatment for the articles
included under HT'S subheading 7202.99.20. However, Argentina anticipates future export levelsto the United
States in excess of the competitive need limit. Argentinawas granted a de minimiswaiver for thisHTS
subheading on July 1, 2005.

Calcium-siliconisaferroalloy usedinthe production of certain high-gradesteels. Itisadded
to molten steel to control the shape, size, and distribution of oxide and sulfide inclusions,
improving the fluidity, machinability, ductility, and/or impact properties of the steel
products.

All forms of calcium-silicon (i.e., lump, powder, and cored wire) are included in HTS
subheading 7202.99.20; however, calcium-siliconisclassified in thistariff subheading only
if it contains 4 percent or more, by weight, of iron. Calcium-silicon containing less than 4
percent of ironisimported under subheadings 2850.00.05 (cal cium silicides) and 2850.00.50
(other silicides).! The iron content of the material is inconsequential in use, and the two
forms of calcium-silicon are used interchangeably.

Calcium-siliconisproduced in amanner common to other ferroalloysby smelting basic raw
materialsin an electric-arc furnace. The resulting product isthen crushed and screened and
is available in lump or powder form. The most widely used method of adding calcium-
silicon to molten stedl is by the feeding of a hollow steel wire (cored wire) containing
powdered calcium-silicon. Thisallowsfor theaccurate control of theamount of alloy added
and ensures that the alloy goes into solution rather than floats on the surface asit might if
added in bulk. Additions of other alloys are also made in this manner.

Cored wire is manufactured by forming a steel strip into a tube into which powdered alloy
isfed beforethetubeisfully closed. Thetubeisthen rolled to compact the product and seal
the lock-seam. Cored wireistypically about one-half to three-quarter inch in diameter and
is provided in coils weighing one ton or more.

! Subheading 2850.00.05 is free of duty. Subheading 2850.00.50 has a Column 1 duty rate of 3.7 percent
and is eligible for GSP; however, imports from Argentina are precluded from duty-free treatment under this
subheading because of issues concerning intellectual property rightsin Argentina. See Presidential
Proclamation 6988 of April 11, 1997, 62 FR 19017, April 17, 1997.
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Thereis no production of calcium-silicon powder or lump in the United States. However,
there is a domestic industry that produces calcium-silicon cored wire using imported
calcium-silicon powder.

Probable Economic Effect Advice

Profile of U.S. industry and market, 2002-06

There is no production of calcium-silicon powder or lump in the United States. Thereis,
however, anindustry comprising firmsproducing cal cium-silicon cored wireusingimported
calcium-silicon powder. These firms also produce cored wire of other ferroaloys and
chemical additives using the same equipment and labor force. Calcium-silicon cored wire
isthe highest-volume cored wire product. However, U.S. producers of cored wire state that
the price spread between calcium-silicon powder and cored wire is too little for them to
profitably produce cored wire. Of the five U.S. producers of cored wire, ***, *** 2

The U.S. cored wire industry has experienced aloss of market share since the granting of
GSP status for calcium-silicon due to aggressive marketing of calcium-silicon cored wire
from Argentinaand Brazil (tables6-1 and 6-2). U.S. importsof calcium-silicon from Brazil
enter the United States duty-free under HTS subheadings 2850.00.05, 2850.00.50, and
7202.99.20. U.S. imports of calcium-silicon cored wire from China have also increased.
Threefactors contributed to the increase in the value of imports of calcium-silicon (table 6-
3): an increase in the volume of product imported; an increase in the unit value of the
product dueto priceincreases, and agreater proportion of value-added cored wire asashare
of all U.S. calcium-silicon imports. U.S. exports of calcium-silicon cored wire, mostly to
Canada, are reported to be insignificant.

2 Industry representatives telephone interview with Commission staff, various dates.
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Table6-1 Cacium-silicon: U.S. producers, employment, shipments, trade, consumption, and capacity
utilization, 2002-06

Item 2002 2003 2004 2005 2006
Producers (number) .. ............... 4 4 4 5 5
Employment (number) .............. *100 *100 *100 *100 *100
Shipments (1,000 dollars) ............ **11,000 **12,000 **10,500 **11,000 **12,000
Exports (1,000dollars) .............. **500 **500 **500 **500 **500
Imports (1,000 dollars) .............. *9,000 *9,000 10,736 13,009 17,217
Consumption (1,000 dollars) .......... **19500 **25300 **20,736 **34,009 **28,717
Import-to-consumption ratio (percent) . . **46 **36 **52 **38 **60
Capacity utilization (percent) .......... *85 *85 *85 *80 *80

Note—*" refers to data based on partial information/data adeguate for estimation with a moderately high degree of
confidence, and “**” refers to data based on limited information/data adequate for estimation with a moderate degree
of confidence.

Note— No U.S. export table is attached to this chapter asit is a basket category covering products in addition to the
subject products.

Source; Data are derived from Commission estimates based on industry sources.

GSP import situation, 2006

U.S. importsfrom GSP-eligible countriesdominated overall U.S. importsof calcium-silicon
from 2002 through 2006, accounting for between 65 percent and 85 percent of total U.S.
imports. During the period, Argentina remained the largest U.S. import source for these
products (table 6-2). The industry producing calcium-silicon in Argentina comprises two
firms. Stein, the petitioner, and Electrometalurgica Andina (Andina). Stein has two
production facilities in Argentina: a plant with electric-arc furnaces producing calcium-
silicon and other ferroalloys, and a second plant to produce cored wire. In 2002, Stein set
up a marketing office in the United States. In 2004, Stein expanded its Argentinean
production capability by investing in a new, state-of-the-art electric-arc furnace, adding
20,000 metric tons per year of capacity for specia ferroalloys. In 2006, Stein set up a
processing plant in Poland to produce cored wire for the European market using calcium-
silicon produced in its Argentina plant. In December 2006, Stein was acquired by Globe
Specialty Metals, a U.S. firm and the parent company of Globe Metallurgical, the largest
U.S. producer of silicon alloys. Stein’s U.S. marketing office has been closed,and the
marketing of Stein’s cored wire products in the United States will be through Globe.®

Andina produces calcium-silicon as well as calcium carbide and other ferroalloy products
a its plant in Argentina. Andina exports calcium-silicon powder and lump but does not
produce cored wire. There have been no quality issues raised with respect to the product of
either Stein or Andina.

3 Post hearing brief on behalf of CAFAE, 2.



Table6-2 Cacium-silicon: U.S. imports and share of U.S. consumption, 2006

Percent Percent Percent

of total of GSP of U.S.

Item Imports imports imports consumption

1,000 dollars

Total U.S.imports ................... 17,217 100 - 60
Total U.S. imports from GSP-eligible

COUNLMES . . v oo e 14,507 84 100 52

Argentina........................ 11,620 67 80 40

Position of interested parties’

Petitioner.— Inits petition to the USTR and submission to the Commission, the Argentinean
Chamber of Ferroalloysand Speciaty Alloys(CAFAE), atrade association representing the
two Argentinean producers of calcium-silicon, stated that Argentina produced 17,000 tons
of calcium-silicon in 2006, of which 6,500 tons were exported to the United States,®
including 1,300 tons exported in the form of cored wire.® CAFAE asserted that whereas it
hasincreased its exports of powder ***, it has not increased its exports of cored wire dueto
“logistics reason***."” CAFAE stated that the premium quality of calcium-silicon from
Argentinais one of the reasons for sustained purchases by U.S. iron and steel producers.?
According to CAFAE, there are no U.S. domestic producers of calcium-silicon; therefore,
no domestic producers will be affected by granting of the waiver,and U.S. consumers and
final userswill benefit.®

Accordingto CAFAE, Argentina smain competitionfor thesaleof calcium-silicon, not only
inthe United States but also globally, isBrazil. Different duty treatment between these two
countrieswould affect the balance established in all markets and would not benefit either the
U.S. cored wire industry or the ultimate U.S. consumers.®®

Support.— In its submission to the Commission, Traxys North America, an international
trading firm headquartered in New York, testified that it imports calcium-silicon from
Argentinaand resdllsit in the United States. Traxys' s customers include steel companies,
cored wire producers, and iron foundries that manufacture large-diameter, cast iron pipe.
Traxystestified that, worldwide, there are very few producers of calcium-silicon and none
in the United States. Asaresult, U.S. customers must use imported material,and there will

* Except as noted, information provided in this section is derived from the petition filed with the USTR as
well astestimony and written submissions of interested parties to the Commission in connection with this
investigation.

> Maluff, hearing transcript, 20.

® CAFAE, posthearing brief, 1.

" Ibid., 2.

8 Maluff, hearing transcript, 20.

°bid., 21

10 CAFAE, posthearing brief, —3.



be no negative impact on U.S. employment if the waiver isgranted.™ Traxys stated that the
U.S. industry producing calcium-silicon cored wire has gained U.S. market share since the
granting of GSP status for calcium-silicon.”? Traxys stated that it is the pricing of the
calcium-silicon from Argentina that provides the edge over other countries and allows
Traxys to market the product as aggressively as possible.”® If the waiver is not granted,
Argentina will lose U.S. market share to producers in Europe and China, according to

Traxys.™

Table 6-3 Calcium-silicon: U.S. imports for consumption, by principal sources. 2002-06

Source 2002 2003 2004 2005 2006
In Dollars

Argentina 4,000,000 3,000,000 3,174,294 7,972,714 11,620,460
Brazil 3,000,000 4,000,000 3,789,320 3,090,657 2,886,935
China 1,000,000 1,000,000 1,672,851 727,485 1,407,305
France 1,000,000 1,000,000 1,714,308 1,213,269 1,302,526
United Kingdom 0 0 0 4,384 0
Korea 0 0 0 0 0
Netherlands 0 0 199,200 0 0
Mexico 0 0 0 0 0
Germany 0 0 186,335 0 0
Total 9,000,000 9,000,000 10,736,308 13,008,509 17,217,226
Imports from GSP-

eligible countries:

Argentina 4,000,000 3,000,000 3,174,294 7,972,714 11,620,460
Brazil 3,000,000 4,000,000 3,789,320 3,090,657 2,886,935
Total 7,000,000 7,000,000 6,963,614 11,063,371 14,507,395

Source: Official statistics of the U.S. Department of Commerce.

Note: The HTS subheading for calcium-silicon was effective on July 1, 2003. Prior to that date imports of calcium-

silicon were classified under a basket subheading.

1 Golzman, hearing transcript, 22.
21hid., 77.

13 Golzman prehearing letter.

¥ 1hid.






CHAPTER 7
Copper Cathodes and Sections T her eof

Competitive need limit waiver: Brazil

HTS subheading Description Col. 1rateof Likeor directly
duty as of competitive article
1107 produced in the
(percent ad United Stateson
valorem) Jan. 1, 1995?
7403.11.00° Refined copper cathodes and sections 1.0 Yes
thereof

2 Brazil has not been proclaimed by the President as noneligible for GSP treatment for the articles included
under HTS subheading 7403.11.00. However, Brazil anticipates future export levels to the United Statesin
excess of the competitive need limit. Peru was proclaimed by President as noneligible for GSP treatment for
articlesincluded under HTS 7403.11.00 as of July 1, 1997.

Refined copper cathodes are the unwrought form of high-purity (99.9 percent or more),
unalloyed copper metal.> Refined cathodes and sections thereof are melted down, with or
without addition of alloying metals, and cast into suitable forms for subsequent rolling,
extruding, drawing, or forging into various semi-fabricated shapes.

Probable Economic Effect Advice

Profile of U.S. industry and market, 2002-06

The United States is the world’ s second-largest producer of mined copper and the fourth-
largest producer of refined copper.? The United States also has the world's third-largest
annual production capacity for copper cathodes, estimated at nearly 2.0 million metric tons
in2006. Approximately one-half of the refined copper produced in the United Statesis by
direct el ectrowinning of copper-bearing solutionsfromin-situleaching of copper ores. Three
major mining companies,®with significant domestic mining operations, account for the bulk

! There are essentially no differencesin either metal purity or other characteristics, regardless of the
processes for producing copper cathodes. “Electrolytic” cathodes are produced by electrolysis from fire-
refined copper (anodes), the end products of either primary smelting of copper concentrates or secondary
recovery from copper-bearing scrap. “ Electrowon” cathodes are produced by electrowinning of copper-rich
aqueous solution from the solvent extraction of copper ores. |CSG, “Descriptions of Copper-Based
Products.”

2World Bureau of Metal Statistics, World Metal Statistics, various pages.

3 Asarco LLC, Kennecott Utah Copper Corp., and Phelps Dodge Corp. (acquired by Fregport McMoRan
Copper & Gold Inc. on March 19, 2007).
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of U.S. copper refining.* U.S. output of copper cathodes has declined by 150,000 metric
tons (10 percent) since 2002 to 1.3 million metric tonsin 2006, attributable to announced
mine production cutbacksfrom October 2001 that continued into early 2004, and the decline
of anode output with theidling of two smeltersin 2002-03 and their final closuresin 2005.°
Domestic refining capacity for copper cathodes is projected to reach almost 2.2 million
metric tons by 2009, due to expansions of existing facilities and new facilities currently
under development in anticipation of continued robust prices and demand for copper.’

Rising values for domestic shipments of refined copper reflect the near-continuous rise of
prices for copper cathodes that escalated from second-quarter 2005 through third-quarter
2006, quadrupling over the 5-year period (table 7-1).2 Prices for copper cathodes are set
worldwide by trading on organized commodity exchanges. U.S. producers prices for
delivery of copper cathodes are set at a premium, generally ranging from 4 to 5 cents per
pound, over the First-Position (current-month) price on the New York Commodity
Mercantile Exchange (COMEX).° Product quality is maintained by refiners whose copper
cathodes are certified as meeting the physical and chemical specificationsto betraded onthe
major commodity exchanges.™

“ D. Edelstein, Copper Commodity Specialist, U.S. Geological Survey, Reston VA, telephone interview
by Commission staff, January 29, 2006.

® Edelstein, “ Copper,” various years.

¢ D. Edelstein, Copper Commodity Specialist, U.S. Geological Survey, Reston VA, telephone interview
with Commission staff, January 29, 2006.

" “World Copper Refineries Capacities 2004 to 2009,” Table 1, 100-01.

8 Copper prices were driven up by rising global demand, especially from China and India, that mine and
refinery production could not meet, as reflected by the sharp reductions of copper cathodes held in
commodity exchange warehouse inventories during 2003-04. World Bureau of Metal Statistics, World Metal
Satistics, various pages.

° Edelstein, “ Copper,” various pages.

D, Edelstein, Copper Commodity Specialist, U.S. Geological Survey, Reston ,VA, telephone interview
with Commission staff, January 29, 2006. Copper cathodes refined by the three major U.S. mining
companies are considered “acceptable brands’ for trading on both the COMEX and the London Metal
Exchange (LME). NYMEX, COMEX Division, “Brands,” and LME, “LME-Approved Brands.”
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Table 7-1 Copper cathodes and sections thereof: U.S. producers, employment, shipments, trade,

consumption, and capacity utilization, 2002-06

Item 2002 2003 2004 2005 2006
Producers (number) ............... 16 16 16 17 17
Employment (1,000 employees) ... ... ® ® ® ® ®
Shipments (1,000 dollars)® . ......... 2,406,551 2,342,733 3,720,563 4,628,088 8,951,398
Exports (1,000dollars) ............ 40,917 169,918 218,695 59,934 171,440
Imports (1,000 dollars) ............ 1,373,883 1,464,438 1,991,120 3,238,489 6,164,848
Consumption (1,000 dollars) ........ 3,739,518 3,637,253 5,492,987 7,806,643 14,944,806
I mport-to-consumption ratio (percent) 37 40 36 41 41
Capacity utilization (percent) ....... 68 56 64 66 ®

Source: Official statistics of the U.S. Geological Survey and the U.S. Department of Commerce, except where

noted.
2Not available.

b Shipment values cal culated from primary refinery production tonnages and the producers’ delivered price for
refined copper cathodes based on a premium to the annual average of the First-Position price of the New Y ork

Commodity Mercantile Exchange.

GSP import situation, 2006

From 2002 through 2006, U.S. imports from Brazil accounted for about 1 percent of U.S.
consumption and Brazil was the second-largest GSP-eligible U.S. import source of copper
cathodes after Peru (tables 7-2 and 7-3). U.S. imports of copper cathodes from Brazil
doubled in value from 2002 through 2006, but fluctuated between 5 percent and 16 percent
of imports from all GSP-eligible countries, and dropped from 5 percent to 2 percent of
imports from all worldwide sources.

Brazil isarelatively small copper producer, with mine production accounting for less than
1 percent (125,000 metric tons) and refined copper (primary and secondary) production more
than 1 percent (199,000 metric tons) of world production in January-November 2006.™
Caraiba Metais S.A. (Caraiba), the petitioner, does not mine copper ores, but is rather a
smelter and refiner that must purchase copper concentrates based on copper cathode prices
determined on international commodity exchanges.'? Currently, the petitioner operates the
only copper cathode refinery in Brazil.®* The petitioner’ s electrolytic refinery is expected
to increase capacity to 240,000 metric tons for full-year 2006, up from 220,000 metric tons
in 2004, with further expansions under consideration to 320,000 metric tons per year for
2007. Two more cathode refineries are currently under development by another Brazilian
copper mining firm. These refineries are anticipated to commence operationsin 2008 with
combined annual production capacities of 25,000 metric tons, with possible further

" World Bureau of Metal Statistics, World Metal Statistics, various pages.

2 Caraiba Metais S.A., post hearing brief of CaraibaMetais S.A., 4.

3 Caraiba Metais S.A., “Petition of Caraiba Metais S.A. for a Competitive Need Limit Waiver for Copper
Cathodes Under the Generalized System of Preferences,” 3 and ICSG, “World Copper Refineries Capacities
2004 to 2009,” Directory of Copper Mines and Plants 2004 to 2009, Table 1, 81.

7-3



expansion to 37,000 metric tons by 2009. A third new refinery is being considered by this
samefirm for some future date. Hence, total annual production capacity for copper cathodes
in Brazil could reach an anticipated 305,000 metric tons by 2008 and 317,000 metric tons
by 2009.** The petitioner's copper cathodes meet the necessary physical and chemical
specifications and are an “approved brand” for trading on the London Metal Exchange.™

Table 7-2 Copper cathodes and sections thereof: U.S. imports and share of U.S. consumption, 2006

Percent Percent Percent
of total of GSP of U.S.
Imports imports imports consumption
1,000 dollars

Tota US.imports ..................... 6,164,848 100 - 41

Total U.S. imports from GSP-eligible
........................... 1,441,441 23 100 10
............................ 123,522 2 9 1

Position of interested parties'

Petitioner.— In its petition to the USTR and submission to the Commission, Caraiba is
currently the sole Brazilian producer and exporter of copper cathodes and sections thereof.
Caraiba stated that unusual global market conditions, rather than enhanced competitiveness
of Brazilian copper exporters, will result in Brazil exceeding the competitive need limit for
this product. Specifically, the recent escalation of global copper prices increased import
values disproportionately over import volumes. Also, according Caraiba, granting awaiver
is anticipated to enhance Brazil’ s competitiveness with more devel oped foreign suppliers
(e.g., Canada) in the U.S. market and help meet growing demand for copper cathodes and
sectionsthereof tothe benefit of U.S. copper-consumingindustries.'” Giventhehigh degree
of U.S. import dependence onforeign sourcesof cathodes, reimposition of the 1 percent duty
through loss of this GSP benefit for Brazil would result in higher prices paid for Brazilian
cathodes by U.S. consuming industries.*®

41CG, “World Copper Refineries Capacities 2004 to 2009,” Table 1, 81.

% LME, “LME-Approved Brands.”

16 Except as noted, information provided in this section is derived from the petition filed with the USTR
aswell as testimony and written submissions of interested parties to the Commission in connection with this
investigation.

17 Caraiba Metais S.A., prehearing brief 6-8; and Caraiba Metais, S.A. petition, 3.

18 Caraiba Metais S.A., posthearing brief, 15.
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Table 7-3 Copper cathodes and sections thereof: U.S. imports for consumption by principal sources,

2002-06
Source 2002 2003 2004 2005 2006
In Dollars

Chile 331,864,302 543,773,870 796,268,311 1,473,893,714 3,217,487,159
Canada 370,451,968 391,369,648 661,845,054 878,405,154 1,315,155,757
Peru 446,911,676 447,664,925 422,391,860 556,350,352 992,968,260
Kazakhstan 4,479,153 0 0 22,846,412 312,585,285
Mexico 89,706,150 36,716,806 55,594,092 93,775,542 164,604,664
Brazil 67,268,594 24,286,062 46,833,299 107,809,048 123,522,244
Poland 0 0 0 24,794,462 23,025,098
Sweden 5,842 0 0 32,542,553 0
Belgium 59,746 0 0 32,210,859 0
Finland 15,739 0 0 12,207,998 0
All other 63,119,925 20,626,494 8,187,032 3,653,193 15,499,444
Total 1,373,883,095 1,464,437,805 1,991,119,648 3,238,489,287 6,164,847,911

Imports from GSP-
eligible countries:
Peru

Kazakhstan
Brazil
Russia
Congo (DROC)
India
Uruguay
Zambia
Ecuador
South Africa
All other
Total

446,911,676
4,479,153
67,268,594
45,156,493

O O o oo

1,484,538
9,959,255
575,259,709

447,664,925
0
24,286,062

OO OO0 OoOoo

428,315
472,379,302

422,391,860
0
46,833,299
7,440,250

O OO OoOOoOoo

476,665,409

556,350,352
22,846,412
107,809,048
110,768
320,218

0

1,803,506

0

0

0

0
689,240,304

992,968,260
312,585,285
123,522,244
9,461,695
1,804,480
464,506

0

0

0

0

634,046
1,441,440,516

Source: Official statistics of the U.S. Department of Commerce.

Table 7-4 Copper cathodes and sections thereof: U.S. exports of domestic merchandise, by market, 2002-06

Country 2002 2003 2004 2005 2006
In Dollars
Canada 1,189,426 1,995,204 1,517,219 551,448 160,606,139
Mexico 84,789 1,876,404 53,292,160 33,122,702 9,085,034
India 866,261 929,796 1,322,367 203,542 502,235
Korea 1,696,579 418,831 14,197,039 127,840 494,905
United Kingdom 288,353 40,396 412,885 115,796 442,952
Switzerland 57,375 15,300 21,450 27,300 51,060
China 26,783,133 154,107,595 60,475,372 24,098,416 0
Chile 0 0 0 1,547,000 0
Singapore 3,300 0 41,439 75,404 0
Philippines 4,892 0 0 22,048 0
All other 9,942,507 10,534,044 87,415,191 42,993 258,117
Total 40,916,615 169,917,570 218,695,122 59,934,489 171,440,442

Source: Official statistics of the U.S. Department of Commerce.






CHAPTER 8
Certain Unalloyed Copper Wire Rod

Competitive need limit waiver: Brazil

HTS subheading Short description Col.-1rateof Likeor directly
duty as of competitive article
1107 produced in the
(percent ad United Stateson
valorem) Jan. 1, 1995?
7408.11.60° Refined, unalloyed copper wire rod, 3.0 Yes
with maximum cross-sectional
dimension over 6.0 mm but not over
9.5mm

2Brazil has not been proclaimed by the President as noneligible for GSP treatment for the articles included
under HTS subheading 7408.11.60. However, Brazil anticipates future export levels to the United Statesin
excess of the competitive need limit. Russiawas proclaimed by the President as noneligible for GSP treatment
for articlesincluded under HTS subheading 7408.11.60 on July 1, 2005.

Unalloyed copper wire rod is produced by continuous casting from melted-down copper
cathodes and sections thereof, and is coiled for ease of handling and shipment. As an
intermediate semi-fabricated product, this wire rod is produced exclusively for drawing
down into unalloyed copper wire of desired cross-sectional dimension(s).*

Probable Economic Effect Advice

! The petition identifies this product as “refined copper wire.” Caraiba Metais S.A., petition, 4.

Although subheading HTS 7408.11 is labeled as “ Copper wire, of refined copper...,” HTS
subheadings 7408.11.30 and 7408.11.60 include unalloyed copper wire rod in coils. Wire rod of refined
copper in coilswould not be classified among “bars and rods’ under HTS subheadings 7407.10.50, because
“rods’ are defined in Note 1d to Chapter 74 as“not in coils.” G. Stingone, National Import Specialist, U.S.
Bureau of Customs and Border Protection, New York, NY, telephone interview with Commission staff,
February 1, 2006; and Southwire Co., 2 and 3.

Unalloyed copper wirerod is produced to standards of American Society for Testing and Materials
(ASTM), e.g., B49-98 (2004), which specify a minimum diameter of 1/4 inch (6.4 mm). By contrast, the
largest single-strand, unalloyed copper wire produced in the United Statesis 4.1 mm (~5/32 inch) in
diameter. R.D. Weed, Vice President for Building Construction Products, Copper Development Association,
New York NY, telephone interview with Commission staff, February 7, 2007.
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Profile of U.S. industry and market, 2002-06

The United States has the world’ s second-largest production capacity for unalloyed copper
wire rod, estimated at 2.1 million metric tons in 2005, or 11 percent of the world total
capacity.? Four large firms® account for the bulk of the U.S. unalloyed copper wire rod
production, and one of them (Phelps Dodge Corp.) isfully integrated from the minethrough
downstream wire and cable products. All other domestic producers are smaller-scale
manufacturers of such wirerod. Many wirerod firmsalso produce wire and cable products
of unalloyed copper. All but three domestic firms (one scrap-based and two smelter-based
operations) rely on purchased cathodes and sections thereof as their sources of refined
unalloyed copper for production of unalloyed copper wire rod. Because the purity of
unalloyed copper wirerod is derived from the purity of the melted-down copper cathodes,
wire rod producers rely on domestic and foreign refiners whose cathodes are certified as
meeting the physical and chemical specifications to be traded on major commodity
exchanges.*

Seven of the U.S. plants operating in 2005 exceeded 120,000 metric tons per year of
production capacity, and four of these exceeded 240,000 metric tonsper year. Anadditional
domestic production facility reopened in 2006 after being closed since 2000.° U.S.
producersrely on both their own and forei gn-origin advanced technol ogies to continuously
cast unalloyed copper wire rod.®

Domestic consumption of unalloyed copper wire rod is driven by derived demand for
unalloyed copper wire and cable productsin electrical transmission and telecommunication
applications.” U.S. producers that sell unalloyed copper wire rod set their prices as a
conversion charge (of 5to 7 cents per pound) over the producers’ delivered price of copper
cathodes (set at a premium of 4 to 5 cents per pound over the First-Position (current-month)
priceontheNew Y ork Commodity Mercantile Exchange (COMEX)), withthetotal wirerod
premium generally ranging from 9 to 12 cents per pound over the COMEX cathode
price.® Hence, rising values for domestic shipments (table 8-1) of unalloyed wire rod reflect
the near-continuous rise of prices for copper cathodes that escalated from second-quarter
2005 through third-quarter 2006, quadrupling during the 2002-06 time frame.®

2|CSG, “Regional Aggregation of Identified First Use Capacities of Copper Alloysin 2005,” Table 2, 2-
13 and 2-14.

3 The four producers that dominate the domestic industry are: Phelps Dodge Corp. (acquired by Freeport
McMoRan Copper & Gold Inc. on March 19, 2007), Asarco LLC, Essex Group Inc., and Southwire Co.

“ D. Edelstein, Copper Commodity Specialist, U.S. Geological Survey, Reston, VA, telephone interview
with Commission staff, January 29, 2006.

® D. Edelstein, Copper Commodity Specialist, U.S. Geological Survey, Reston, VA, telephone interview
with Commission staff, January 29, 2006.

® See e.g., Southwire Co., “Over Fifty Years of Quality and Service”, and Superior Essex Inc., “History,
Superior Essex Inc. History,” at http://mwwwv.superioressex.comvabout-us/history.htm; and “ Directory of Wire
Rod Plants,” 3-2 to 3-3-21.

" R. Weed, Vice President for Building Construction Products, Copper Development Association, New
York, NY, telephone interview with Commission staff, February 7, 2007.

8 D. Edelstein, Copper Commodity Specialist, U.S. Geological Survey, Reston VA, telephone interview
with Commission staff, January 31, 2006.

® World Bureau of Metal Statistics, World Metal Statistics, various pages.
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Table8-1 Certain unalloyed copper wirerods. U.S. producers, employment, shipments, trade,

consumption, and capacity utilization, 2002-06

Item 2002 2003 2004 2005 2006
Producers(number) ................. 14 14 14 14 15
Employment (1,000 employees) ........ ® ® ® ® ®
Shipments (1,000 dollars)® . ........... 3,087,858 3,278,232 5,440,824 6,624,201 10,283,157
Exports (1,000dollars) .............. 59,767 86,405 254,151 410,610 920,022
Imports (1,000 dollars) .............. 397,573 390,610 704,008 1,369,513 2,353,566
Consumption (1,000 dollars) .......... 3,425,664 3,582,437 5,890,681 7,583,104 11,716,701
Import-to-consumption ratio (percent) . . 12 11 12 18 20
Capacity utilization (percent) ......... 79 77 78 80 ®

Source: Compiled from official statistics of the U.S. Geological Survey and the U.S. Department of Commerce,

except where noted.
#Not available.

® Shipment values are calculated from wire-rod mill output tonnages and the annual average of the First-Position
price on the New Y ork Commodity Mercantile Exchange plus an industry-wide conversion charge.

GSP import situation, 2006

Brazil wasthe second-largest GSP-eligible U.S. import source of unalloyed copper wirerod
and the fourth-largest U.S. import source overall, but accounted for an average of only 1
percent of total U.S. consumption of this product from 2002 through 2006 (tables 8-2 and
8-3). Although U.S. imports of unalloyed copper wire rod from Brazil increased
significantly in value, such imports as a share of imports from all GSP-eligible countries
declined from 50 percent to 20 percent as shares of importsfrom Russiarosefrom 49 percent
to 79 percent. As a share of imports from all worldwide sources, imports from Brazil
declined from 11 percent to 7 percent over this 5-year period.

Brazil had the largest annual production capacity for unalloyed copper wire rod, estimated
at 353,000 metric tons, of any Latin American producer in 2005 (57 percent of the regional
total). Nevertheless, Brazil's production capacity was only 17 percent of U.S. capacity,
estimated at 2.1 million metric tonsin that same year.’® The petitioner ownstwo of the four
unalloyed copper wirerod plants currently in operation in Brazil. Another Brazilian facility
is currently idled, but another is under development. Most Brazilian plants utilize similar
production technologies as their U.S. counterparts, but the two oldest Brazilian facilities
utilize the older hot-rolling, rather than continuous casting, production technologies.™

101CSG,“Regional Aggregation of Identified First Use Capacities of Copper Alloysin 2005,” Table 5, 2-
13 and 2-14.
1 |CGS, “Directory of Wire Rod Plants,” 3-2 and 3-3.
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Table8-2 Certain unalloyed copper wirerods. U.S. imports and share of U.S. consumption, 2006

Percent Percent Percent
of total of GSP of U.S.
Item Imports imports imports consumption
1,000
dollars
Total US.imports ...............civin.. 2,353,566 100 - 20
Total U.S. imports from GSP-eligible
(07010 011 £ 1= 906,382 39 100 8
Brazil ........... ... ... ... ... .. . ... 185,947 8 20 2

Position of inter ested parties™

Petitioner.— nitspetition to USTR and submission to the Commission, CaraibaMetaisS.A.
(Caraiba) statesthat it isaBrazilian producer and exporter of certain unalloyed copper wire
rod. Caraiba stated that unusual